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MR. CHAIRMAN AND MEMBERS OF THE COMMITTEE:

We are pleased to be here to talk about GAO's work in
long-term care over the past several years‘(see Appendix). As
you noted in your announcement for this hearing, "one of the
most difficult social issuves facing our Nation is to deﬁermine
how best to provide for the long-term needs of our frail elderly
and disabled populations." Currently there is no coordinated
national policy that promotes both adequate and efficient
long~term care services., |

The elderly and their families often encounter numérous
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difficulties when they lock for long-term care services, As we
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determined from one study (dhb,‘1§79),'thay are likely to £find
that '

-~there is a lack of information about the serQices

available,

--community services essential to remaining at home may not

exist,

-~there is often a lack of coordination among public and

private community service providers,

--eligibility for services varies across institutions and

across states, and

--professionals may tend to recommend nursing home

placement not because it is appropriate but because they
do not have the expertise or time to arrange for
community care.
Community~based long-term care is often expensive and may be
vnaffordable to many. The elderly in need of services often
find that the only source of help they can receive is nursing
home care suvbsidized by Medicaid.

Because of these problems, there is considerable interest
in the government's liberalizing eligibility and the coverage of
services to insure the expansion of community-based home health
care. Revisions to the present system are also being proposed
in response to

--an increase in health care demand stemming from the

growth in the size of the elderly population and
reduction in the ability of families to provide ﬁare to

aged parents and grandparents,



-=the ncw-domihance‘of‘éhfonic disease as the major health

care problenm amohg the elderly,

--efforts to reduce high government expenditures for

nursing homes and hospital care, and

--a desire to inciease the independence and improve the

physical and mental well-being of the elderly.

Some recent GAO reports (GAO, 1982 and 1983) may be of use
as you consider what changes are needed in the payment and
provision of long-term care services to the chronically ill
elderly. Let me briefly describe our findings from two
studies--one on home health care and the other on nursing home
care.

HOME HEALTH CARE STUDY

Our study of home health care (GAO, 1982) found that an
expansion of community-based benefits would provide valuable
services to the nation's elderly. We found evidence that
individvals who received expanded home health care services
lived longer than those who did not receive these servibes.
Those who received them also reported feeling more sati?fied
with their lives. However, we found that such expansion would
increase the numbers of people eligible for and receiving
publicly supported care. And, as eligibility and services
expanded, this would necessarily mean growth in the nation's
overall health bill. Nonetheless, we had expected to find that
some of the increased home health care costs could be dffset if

there were savings from reduced nursing home and hospital use.™




But in our review of ﬁéﬁe health projects, which offer a
wide array of communitf—based care to the chronically iil
elderly, we found that home health care services have nét
conclusively reduced either institutionalization or totgl
service costs. While one might intuitively expect that
providing home health care services to people in their own homes
would be less expensive than providing nursing home care, there
are several reasons why an expansion of home health care may
not reduvuce overall health care costs:

1. Two to three times as many chronically ill elderly live
in the community as live in nursing homes. Making home
health care services more widely available might mean
that some people living in the community who are
eligible for the additional services might use them
because they are as disabled as some nursing home
residents. The additional services would probébly be
beneficial to them but would also increase overall
health care costs because more persons would be served.

2. Most of the long-~term care given to the elderly today
is provided informally by relatives. With broader
coverage and eligibility for a wider range of home
health care services, families might substitute
publicly subsidized services to reduce their own
burden.

3. The unmet demand for nursing home beds is subspantial
in some geographical areas of the country. Thﬁs means

that while some individuvals may not enter nursing




hones, savings-may‘ﬁot be realized in the short term if
the chronically disabled elderly who are waiting in
hospital beds or in the community for nursing home care
are placed in beds made newly available by exp&nded
home health care.

4. Finally, because home health care services are;provided
in individuval homes, it is difficult for the pﬂice of
such care to be competitive when extensive serQices are
provided in nursing homes where many individuais can be
served at the same time.

While these findings indicate both that home health care is

beneficial and that costs are likely to increase, perhaps the
important issue here is that community-based long-term care

services will continue to grow. This is because most

individvals and their families prefer to avoid institutions and
desire instead a wide range of options in long-term care in
addition to nursing home services. The increasing number of
initiatives and programs in long-term care at the state?level
are in part a response to this public preference for obﬁaining
needed services outside institutions. Given this pressure and
the potential costliness of expanding home care, attention to
developing efficient means of providing these services is
essential.

NURSING HOME STUDY

Besides the pressure from popular support for expanded
community-based long-term care services, constraints on the

availability of nursing home beds may add to the pressu#e to




increase services. These cdhstf;ints were identified in another
GAO report, available ﬁoday, in which we reviewed nursing home
care across the states (GAO,,1983).{iThe government spends more
on nursing home care than on any other long-term health care
service. Because Medicare and private insurance pay for only a
negligible portion of this care, Medicaid, a state administered
and federally supported program, has become the primary payer.
National estimates of its coverage range from 48 to 75 percent
of all nursing home residents,

In our study of trends in nursing home services over the
last several years, we concluded that nursing home bed supply
may not have kept pace with the increase in the population most
likely to use nursing home care. Available estimates of the
érowth in elderly population cohorts show that the number of
persons age 65 and older grew 2.4 percent a year in the middle
to late 1970's and bed supply grew 2.9 percent. However, the
biggest users of nursing home care, those age 85 and older, grew
an estimated 4.5 percent a year. These data suggest that bed
supply did not increase fast enough to serve the same proportion
of elderly who have been served in the past. We also found that
the availability of nursing home services varies widely from
state to state. Some elderly are unable to gain access to
nursing homes, and others appear to use them unnecessarily.

We found two conflicting trends in the available data on
nursing homes. The first trend, based on data from twd national
surveys and a detailed data base on all Minnesota Medi@aid

nursing home residents, involves a growing intensity of




services.  The elderly who'ﬁbw faéide in nﬁruing homes ére
becoming increasingly disabled and dependent, and the n&mber who
may need to enter them in the next decade is likely to

increase. Unless major breakthroughs in the treatment &f
chronic diseases occur, extended life expectancies, witﬁ greater
likelihood of chronic disabling diseases, and a reduced%number
of family members able to provide informal care will le&d to a .
net increase in the population most likely to need intensive
nursing home services., Further, if community-based services
postpone or prevent placement in nursing homes for some elderly,
nursing home residents are likely to be more dependent and have
costlier care needs than in the past;

The second trend, conflicting sharply with the first,
involves the effort by most states to keep their Medica#d costs
down, despite high nursing home occupancy rates and growing
demand for services. The states are making this effort because
Medicaid expenditures for nursing home care constitute a large
component of the states' Medicaid budgets and have incréased at
high rates in the past. Virtually all the states have had
problems financing this service and their efforts to reauce
costs tend to focus on ways of limiting nursing home
reimbursement or the supply of beds or both.

While the states are attempting to cut their costs by
limiting the availability of nursing home services, recent
changes in Medicare's hospital reimbursement system mayfsharpen
this conflict. Medicare's new diagnosis-related group RDRG)

payment system for hospital care, with its built-in incentive to




reduce lengths of stay in héépitais. may place greater érassures
on the use of a limited nursing home bed supply. Hospiéals may
attempt to place more patients in nursing homes and in home
health care as they try to discharge patients earlier than they
have in the past. However, nursing home beds may not bé
available to meet this new demand, which would, in turn,
increase the need to expand community-based services.
CONCLUSION

To sum up, I have drawn attention to several factors that
have clear significance for long-term care policy. First, and
perhaps paramount, most elderly and their families prefer to
avoid institutional care and would rather receive a range of
services in the community. Second, there is a growing ¢1der1y
population, with an increasing likelihood of disabilities, who
will be in need of long-term care services. Third, manf
individvals like those who have appropriately used nursing home
services in the past may not be able to find nursing hoﬁe beds,
because of the states' efforts to limit the supply of béds and
because of the effect of Medicare's DRG system on expanding the
demand for nursing home services. These individvals may need to
rely on an expanded array of home health services. Fourth, and
finally, a new group of individvals may be seeking expandeé home
health care services as a result of the changes in Medicare's
hospital reimbursement system.‘

An expansion in the availability and use of community—based
services is likely to increase public health expenditurés. This

is probable because of reasons I have already mentioned,




including tho.folléwinggﬂglls ﬁoré individﬁala are likel& to

use these services, (2)‘mgny of these services would now be paid
out of public funds whereas historically they were provided by
the family, and (3) providing expanded community~based services
will not necessarily result in institutional savings.

With the expected expansion of both demand and costs for
long-term care and the concern that many persons who are in need
of long-term care may have difficulty in obtaining the services
that they need, it is imperative to identify how these services
should be organized and reimbursed to insure maximum efficiency
and effectiveness. Our studies have found that basic program
data on long-term care services are inadequate. Data on the
care needs of the persons who are served and not served in
long-~term care settings and on the costs of these services are
generally outdated, unreliable, or unavailable. Until we have a
better understanding of the current delivery and reimbursement
of long-term care services, it will be difficult to translate
the findings of current long-term care research projects into
effective national policy.

While demonstration projects are important in testing
vntried alternatives, we should recognize that there is great
variety in what the individual states are already doing:under
Medicaid and other state programs. For example, there is a need
to evaluate the several state preadmission screening programs
that have been in operation for several years as well a?
alternative methods of reimbursement for the care of thk very

dependent elderly in nursing homes. The development offdata on




and an analysis of'their‘axPerences could yield considerably
vseful information. '

We believe that the analysis of long-term care experiments
should focus specifically on four areas: (1) the characteris-
tics of the persons who are most in need of long-term care, (2)
the types of services that long-term care should encompéss and
who should provide them, (3) the methods of payment that will
provide services the most efficiently, and (4) the mechanisms
that will allow the maximum of informal support from families
and friends. 1In the evaluation of new proposals for providing
long~-term care, these four areas must be addressed if we are to
derive the kind of information that we need in order to develop
a system that is adequate, efficient, appropriate, and

equitable.
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MAJOR GAO REPORTS ON LONG-TERM CARE

Medicaid and Nursing Home Care: Cost Increases and the Need for

Services Are Creating Problems for Medicaid and the Elderly,
GAO/IPE-84-1, October 21, 1983.

Federal Funding of Long-Term Care for the Elderly,

GAO/HRD-83-60, June 15, 1983.

The Elderly Should Benefit from Expanded Home Health Ca#e but

Increasing These Services Will Not Insure Cost Reductions,

GAO/IPE-83-1, December 7, 1982.

Auvdit of Medicaid Costs Reported by Autumn Hills Convalescent

Centers, Inc., Houston, Texas, GAO/HRD-83-9, October 14, 1982.

Assessment of the Use of Tax Credits for Families who Provide

Health Care to Disabled Elderly Residents, GAO/IPE-82-7,

August 27, 1982,

Preliminary Findings on Patient Characteristics and State

Medicaid Expenditures for Nursing Home Care, GAO/IPE-82-4,

July 15, 1982,

The Status of the Department of Health and Human Services'

Compliance with Requirements to Establish a Data Collection

Plan for the Medicaid Home and Community Care Waiver,

GAO/IPE-82-3, May 4, 1982.

Improved Knowledge Base Would Be Helpful in Reaching Policy

Decisions on Providing Long-Term, In-Home Services for the

Elderlz, HRD-82-4' OCtOber 26' 19810

Medicare Home Health Services: A Difficult Program to Control,
B
HRD-81-155, September 25, 1981.

Evaluation of the Health Care Financing Administration's
R

Proposed Home Health Care Cost Limits, HRD-80-85, May 8, 1980.
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Entering a Nursing Hom¢-~coitly Implicationl for Modicaid and
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' the Elderly, PAD-80-12, November 26, 1979.

Home Health: The Need for a National Policy to Better Pkovide

for the Elderly, HRD-78-19, December 30, 1977.

The Well-Being of Older People in Cleveland, Ohio, HRD-77-70, .

April 19, 1977.
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